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. . . A BUILT-IN  COSTHEBUCTION 


DSA  was  a 'cost  reduction”  on  the  day  it  was  born. 

With  the  establishment  of  the  Defense  Supply  Agency  on 
1 October  1961,  the  Secretary  of  Defense  achieved  a major 
cost  reduction  action  well  before  the  formal  introduction  of 
the  DoD  Cost  Reduction  Program  in  July  1962.  Although 
the  establishment  of  DSA  preceded  the  introduction  of  the 
DoD  Cost  Reduction  Program,  significant  savings  were 
anticipated,  and  actual  cost  reductions  have  far  exceeded 
original  expectations. 

In  outlining  what  he  expected  of  the  Agency,  Secretary 
McNamara  gave  the  first  Director,  Lieutenant  General 
A.  T.  McNamara,  United  States  Army,  two  broad  objectives: 

£ To  furnish  effective  supply  support  to  the  Military 
Services  in  time  of  war,  or  peace. 

^ To  furnish  that  support  at  the  lowest  possible  cost. 

These  objectives  are  completely  compatible  with  those 


announced  for  the  DoD  Cost  Reduction  Program  some  six 
months  later. 

(1)  Buying  only  what  we  need 

(2)  Buying  at  the  lowest  sound  price 

(3)  Reducing  operating  costs 

Therefore,  in  meeting  the  broad  objectives  set  by  Secretary 
McNamara  and  the  specific  objectives  of  the  Cost  Reduction 
Program,  DSA  can  be  proud  of  being  among  the  first  in  an 
ever-expanding  number  of  formalized  DoD  cost  reduction 
actions. 

To  go  back  to  its  establishment,  the  Agency  was  assigned 
control  of  eight  Commodity  single  managers,  one  Service 
single  manager,  and  the  Defense-wide  programs  formerly 
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DSA  - A Built-in  Cost  Reduction  (From  P 1) 
administered  by  the  Armed  Forces  Supply  Sup- 
port Center.  These  programs  were  Cataloging, 
Standardization,  Surplus  Sales,  Materiel  Utili- 
zation and  Coordinated  Procurement. 

Since  that  time,  the  management  of  electronic 
supplies,  chemical  supplies,  packaged  petro- 
leum items,  idle  industrial  plant  equipment, 
Defense  research  documentation  and  reports, 
Defense  clothing  factory,  household  goods  move- 
ment and  storage,  and  Army  engineering  sup- 
plies have  been  added  to  the  original  tasks. 

These  assignments,  together  with  the  establish- 
ment of  an  item  entry  control  program,  moni- 
toring Defense  relationships  with  GSA,  and  the 
further  development  of  a standard  DoD  logistics 
system,  constitute  the  major  portion  of  DSA1  s 
current  mission.  Today,  the  Defense  Supply 
Agency  is  virtually  fully  operational  in  all 
assigned  missions  and  has  emerged  as  a major 
element  of  the  Defense  logistics  establishment. 

Along  with  these  new  assignments,  indicators 
of  DSA' s workload  show  marked  increases. 
Specifically,  during  the  last  two  years: 

• The  number  of  requisitions  processed 
has  grown  from  an  average  monthly  rate 
of  . 4 million  to  over  1.  1 million. 

9 The  number  of  items  centrally  managed 
has  risen  from  87  thousand  to  nearly 
1 . 4 million. 

9 The  value  of  materiel  procured  has  gone 
upward  steadily  from  the  January  1962 
rate  of  $2.  3 billion  to  the  $3.  1 billion 
planned  for  FY  1964. 

As  DSA' s tasks  have  grown,  the  number  of  its 
people,  facilities,  storage  locations  and  value 
of  inventory  investments  have  shrunk.  Forex- 
ample,  over  5,  300  military  and  civilian  spaces, 

29  activities,  and  over  50%  of  the  storage  loca- 
tions have  been  eliminated  with  operational 
savings  reaching  an  annual  rate  of  over  £55 
million  in  FY  1965. 

Also,  although  approximately  $2.  9 billion  worth 
of  materiel  has  been  transferred  to  DSA  by  the 
Military  Services  and  capitalized  into  the  Defense 
Stock  Fund,  only  $2.  4 billion  will  remain  by  the 
end  ot  FY  64.  The  difference  will  have  been 
drawn  down  largely  through  issue  without  re- 
placement, resulting  in  an  average  annual 
savings  of  about  $170  million  during  FY  1964  and 
1965  or  a total  inventory  savings  of  $640  million 
through  FY  1965. 

The  savings  in  money,  people,  facilities,  stor- 
age locations,  and  inventory  investments  have 
been  made  with  no  lessening  in  responsiveness  or 
effectiveness.  The  Agency  has,  to  the  contrary, 


designed  its  distribution  system  to  be  even  more 
responsive  and  effective.  Today  nine  out  of  ten 
materiel  requests  are  filled  from  stock  on  hand. 

In  those  cases  where  materiel  is  not  immediately 
available,  DSA' s centralized  processing  proce- 
dures insure  more  rapid  referral  or  procurement 
action. 

In  addition  to  these  notable  savings,  cost  reduct- 
ion achievements,  and  improved  supply  perfor- 
mance, the  Agency  has  maintained  a principal 
role  in  coordinating  the  interchange'  of  materiel 
among  all  inventory  managers  within  the  Depart- 
ment of  Defense.  Its  efforts  have  been  directed 
principally  toward  the  identification  of  materiel 
in  long  supply  in  the  inventories  of  one  or  more 
Services  and  matching  it  against  procurement 
needs  elsewhere.  Total  redistribution  within  the 
Department  of  Defense  has  risen  an  average  of 
$90  million  during  each  of  the  last  two  fiscal 
years.  Another  increase  of  over  $100  million  is 
expected  this  fiscal  year,  raising  the  annual  total 
to  an  all-time  high  of  nearly  $1.  3 billion. 

In  comparison  with  these  savings  in  operating, 
inventory,  and  procurement  costs,  DSA' s formal 
cost  reductions  appear  small,  as  they  do  not 
include  the  many  areas  where  the  Agency  either 
coordinates  or  assists  in  achieving  Service  cost 
reductions  and  related  savings.  However,  even 
in  this  area,  as  indicated  in  the  articles  to  follow, 
DSA' s savings  represent  a worthwhile  contribution 
to  Departmental  goals  for  cost  reduction. 


Hospital  Corpsman  Roberta  Fuller  shows  the 
old  identification  tag  formerly  purchased  for 
a little  over  3£  each  to  PFC  Rita  Davis  who 
is  wearing  the  new  stainless  steel  identifi- 
cation tag  purchased  by  DCTSC  for  about 
1.6£  each.  Total  savings  FY  1964  - $97,000. 
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DLSC  PROVISIONING  SCREENING  PROGRAM 


The  Defense  Logistics  Services  Center  (DLSC) 
operates  on  the  principle  that  control  of  items 
entering  the  Defense  Supply  System  offers  great- 
er savings  potential  than  programs  to  improve 
item  management  after  purchase. 

As  a first  step,  DLSC  screens  manufacturers' 
part  numbers  of  items  being  considered  for 
introduction  to  the  system  against  a file  of  over 
eight  million  reference  numbers  to  identify  those 
items  that  are  already  in  the  system. 

Other  expected  benefits  include: 

1.  Prevention  of  preparation  of  duplicate 
item  identifications. 

2.  Greater  use  of  long  supply  stocks 
through  mechanized  matching  of  long 
supply  stocks  against  requirements. 

3.  Prevention  of  duplicate  stock  numbering. 

4.  Avoidance  of  acquiring  duplicate  techni- 
cal documentation. 

5.  Provision  of  item  identification  early  in 
the  procurement  process, 

6.  Elimination  of  manual  file  research 
effort. 

Cost  reduction  savings  are  computed  when  an 
item  on  a provisioning  list  is  matched  with  an 
item  in  the  DLSC  file,  thus  eliminating  the  costs 
of  preparing  the  data  which  would  otherwise  be 
required  to  catalog  the  item.  These  costs  are 
currently  estimated  to  be  $2  5 per  item  matched. 
On  this  basis,  a goal  of  $1.0  million  has  been 
set  for  FY  1964.  At  the  end  of  the  3rd  Quarter 
FY  1964,  all  indications  point  to  the  achieve- 
ment of  this  goal. 


ALL  PARTICIPATE  IN  COST  REDUCTION 
AT  DEFENSE  GENERAL  SUPPLY  CENTER 


Every  hand  from  Commander  to  lowest  grade 
employee  is  on  the  cost  reduction  team  at  the 
Defense  General  Supply  Center  (DGSC),  Rich- 
mond, Virginia.  This  interest  and  teamwork 
enabled  DGSC  to  score  a resounding  176%  of 
their  assigned  FY  1963  cost  reduction  goal  and 
attain  the  second  highest  dollar  savings  of  the 
nine  DSA  supply  centers. 

The  "Everybody  Participates"  theme  at  the 
Richmond  Center  covers  cost-saving  efforts 
ranging  from  a highly-organized  value  engineer  - 
ing  program  to  daily,  on-the-job  search  for 
better,  lower  cost  ways  of  doing  simple  tasks. 
For  example,  one  DGSC  employee  recently 
suggested  that  photographic  paper,  usually 
shipped  in  100  sheets -per -box  quantities,  be 
put  in  500  sheet  boxes  instead.  This  job- 
oriented  suggestion  saved  $61,000  within  four 
months  after  it  had  been  accepted  and  is 
typical  of  worker  interest  in  the  program. 

While  the  "Everybody  Participates"  theme  high- 
lights  individual  cost  reduction  achievements, 
good  planning,  sound  organization,  and  a good 
understanding  of  the  program  and  related  pro- 
cedures set  its  pace.  Toward  this  end,  DGSC 
has  developed  a new  incentive  plan, beginning 
in  the  fourth  quarter  of  FY  64,  which  will  bring 
a cash  award  for  the  person  submitting  the 
most  significant  cost  reduction  idea  for  the 
quarter.  The  seven  runners-up  will  receive 
letters  of  commendation  from  the  Center  Com- 
mander. 

Public  recognition  of  this  nature,  together  with 
clear  and  concise  local  cost  reduction  instruc- 
tions, have  and  will  continue  to  generate  the 
high  degree  of  enthusiasm  necessary  to  keep 
DGSC  in  the  forefront  of  this  program. 


EYELETS  ELIMINATED 

Mrs.  Rita  A.  Roberds,  DGSC  Contracting  Officer, 
discusses  with  Stuart  Dobb,  Cost  Reduction  Special- 
ist, her  suggestion  to  eliminate  metal  eyelets  from 
shipping  document  envelopes.  Savings,  $16,370. 
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FRONTAL  ASSAULT  ON  COSTS 
CONTINUED  BY  DCTSC 

A dynamic  multi-pronged  drive  to  lower  costs 
at  the  Defense  Clothing  and  Textile  Supply  Cen- 
ter in  Philadelphia  is  paying  off  in  savings  and 
cost  avoidance  totaling  several  million  dollars 
a year.  The  Center  procures  clothing,  textiles, 
and  related  items  for  the  Armed  Forces. 

In  just  one  phase  of  the  attack,  the  Clothing 
Center's  war  on  long  stocks,  some  $131  mil- 
lion has  been  returned  to  the  unallocated  re- 
serve fund  of  the  Defense  Department  since 
DCTSC  became  a field  activity  of  the  Defense 
Supply  Agency  in  January  1962. 

Other  techniques,  such  as  value  engineering, 
standardization,  broadened  competition,  better 
packing  and  packaging  methods  and  incentive 
awards,  have  brought  additional  savings  and 
cost  avoidances. 

The  Center's  use  of  this  multi-pronged  approach 
brings  into  play  not  only  the  talents  and  ideas  of 
all  DCTSC  personnel,  but  also  those  of  civilian 
contractors  and  the  Center's  customers,  the 
Army,  Navy,  Air  Force  and  Marine  Corps. 

The  war  on  long  stocks  has  been  spearheaded  by 
a sound  merchandising  principle  known  as  'sub- 
stitution. ' Under  this  principle,  DCTSC  solicits 
the  cooperation  of  the  Armed  Forces  in  accepting 
long  supply  items  already  on  hand  as  substitutes 
for  items  which  must  be  bought.  Usually  the 
item  on  hand  is  slightly  different  from  that  re- 
quested, and  occasionally  low  cost  modifications 
are  necessary. 

In  one  substitution  action,  just  by  shortening  the 
legs  of  trousers,  the  Clothing  Center  avoided 
spending  $452,  000.  The  Army  and  Navy  had  a 
requirement  for  trousers  of  a certain  size  which 
were  not  on  hand.  DCTSC  offered  to  cut  the  legs 
of  larger  size  trousers  which  were  in  long  sup- 
ply. The  two  Services  agreed  and  the  cost  avoid- 
ance resulted.  Agreement  by  the  Air  Force  and 
Marine  Corps  to  similar  modifications  of  shirts 
and  trousers  brought  savings  of  $350, 331. 

Other  substitution  benefits  include  $745,  650 
saved  by  the  Air  Force's  use  of  the  older  style 
flying  trousers  instead  of  purchasing  new  style 
suits;  $182,400  saved  by  the  Air  Force's  approv- 
ing the  use  of  rayon  satin  in  long  supply  as  coat 
linings  in  place  of  procuring  rayon  twill,  and 
Marine  Corps'  using  redyed  Army  overcoat 
lining  instead  of  new  material;  $1  19,900  saved 
by  the  Navy's  use  ot  Marine  Corps  working 
trousers;  $89,000  saved  by  the  Army's  accept- 
ance of  sawed-down  tent  poles  in  long  supply  in 


Maj.  Gen.O.  C.  Harvey,  USA,  Commander 
DCTSC  holds  a pair  of  flight  trousers,  already 
in  stock,  and  compares  them  with  a newer  model 
held  by  Col-S.  R.  Todd,  USAF,  former  Deputy 
Commander.  Acceptance  of  the  older  model 
by  the  Air  Force  saved  over  $740,000. 

lieu  of  buying  shorter  poles;  $92,  500  saved  by 
the  Navy's  agreeing  to  accept  different  type  cot- 
ton duck;  and  $81, 200  saved  when  the  Army 
accepted  a different  type  cloth  for  truck  covers. 


Thanks  to  DCTSC' s Value  Engineering  program, 
$1,  389,  000  in  cost  reductions  and  avoidances 
have  been  achieved  since  the  program  began  in 
1962.  The  savings  were  accomplished  by  closely 
scrutinizing  items  purchased  for  the  Armed 
Forces  to  ensure  that  the  Center  wasn't  buying, 
and  paying  for,  more  quality  than  was  needed. 

Through  VE,  the  Clothing  Center  achieved  such 
reductions  as  $162,  100  by  simply  changing  the 
method  of  making  Army  field  flags;  $130,  650  by 
using  stainless  steel  instead  of  monel  metal  to 
make  identification  tags;  and  $82,800  by  changing 
certain  hand-sewing  operations  to  machine  in 
making  Air  Force  and  Marine  Corps  coats. 


COMPETITION  REDUCES  MISSILE  COSTS 

Competitive  procurement  of  a self-locking  nut 
used  in  the  TITAN  Missile  Oxydizer  Gear  Box 
by  the  Defense  Industrial  Supply  Center  saved 
$29, 700. 

A filter  element  used  in  the  hydraulic  system  of 
the  HAWK  missile  costs  $45  less  when  bought 
competitively  by  the  Defense  Construction  Supply 
Center.  Total  savings  $59,800. 
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DIPEC  COST  REDUCTION  PROGRAM 


$_ -LOGIC  WORKS  FOR  DESC--$ 


Not  buying  a new  piece  of  industrial  production 
equipment  if  one  is  already  owned  by  the  Depart- 
ment of  Defense  makes  sense  and  saves  money. 
This  is  where  the  Defense  Industrial  Plant  Equip- 
ment Center  (DIPEC)  comes  into  the  picture. 
DIPEC  was  established  to  insure  that  one  mili- 
tary department  does  not  buy  a new  piece  of 
equipment  while  another  has  a suitable  item  that 
is  not  being  used. 

In  bringing  DoD  IPE  records  under  one  roof  for 
the  first  time,  only  those  items  valued  in  excess 
of  $500  were  identified  for  this  central  manage- 
ment. Even  so,  435,  000  items  were  initially 
transferred  to  DIPEC,  and  today  the  value  of  the 
equipment  represented  by  DIPEC' s accumulated 
records  approaches  the  $4  billion  mark. 

Increasing  the  reutilization  of  this  vast  inventory 
is  DIPEC's  primary  concern  and  effective  equip- 
ment reutilization  depends  upon  DIPEC's  ability 
to  identify  requirements  and  assets  in  one  com- 
mon language.  To  do  this,  the  Center  has 
launched  a long-range  project  which  will  ulti- 
mately bring  about  uniform  descriptions  and 
codes  for  the  total  spectrum  of  IPE  commodities, 
vice  the  three  systems  now  in  use.  Standard 
descriptions  and  codes  will  insure  that  require- 
ments are  being  stated  in  language  that  can  be 
matched  against  DIPEC's  idle  assets.  Since  the 
idle  assets  must  be  screened  by  equipment  users 
prior  to  procurement,  this  cost-conscious  system 
of  single  point  control  by  DIPEC  has  eliminated 
excessive  and  expensive  travel  to  previous  con- 
trol offices  of  the  Military  Departments  and  OSD. 

Results  have  exceeded  expectations.  During  a 
seven-month  period  beginning  last  September, 
DIPEC  furnished  2,  307  items  of  idle  production 
equipment  valued  at  $11.7  million  to  the 
Military  Departments.  Thus  DIPEC  assisted  the 
Military  Services  to  avoid  expenditure  of  funds, 
which  were  available  for  procurement  of  this 
equipment,  at  least  equivalent  to  this  amount.  In 
addition,  during  this  period,  DIPEC  furnished 
2,365  items,  valued  at  $23.  1 million,  which  were 
required  by  the  Services  but  for  which  no  funds 
were  available.  This  total  of  4,  672  items  is 
valued  at  $34.  8 million,  based  on  original  acciui- 
sition  cost  of  the  eouinment. 


If  these  items  had  not  been  made  available  from 
the  DIPEC  inventory  and  the  users  had  procured 
new  items,  today's  higher  market  prices  would 
have  added  hundreds  of  thousands  of  dollars  to 
defense  costs.  Further,  the  use  of  electronic 
data  processing  equipment  in  the  implementation 
of  a uniform  inventory  reporting  system  will 
provide  even  better  service  to  the  Military 
Departments  with  additional  reductions  in 
operating  costs. 


LEVEL  OF  GREATEST  ITEM  CONTROL  (LOGIC) 
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LOGIC  IS  LOGICAL 


Logic  and  LOGIC  are  saving  money  on  elec- 
tronic repair  parts  at  the  Defense  Electronics 
Supply  Center  (DESC).  DESC  has  made  savings 
of  $2.  2 million  by  reducing  requirements  levels 
for  59  items  in  their  inventory.  This  reduction 
came  through  the  application  of  specialized 
management  techniques  under  a DESC  program 
called  LOGIC  (Level  Of  Greatest  Item  Control). 
LOGIC  is  a specialized  technique  which  focuses 
maximum  management  attention  on  those  items 
having  the  greatest  dollar  value  of  annual  sales. 

DESC  has  established  special  management 
groups  (called  LOGIC  groups)  to  apply  the  de- 
sired degree  of  management  emphasis  to  se- 
lected high  dollar  volume  items.  These  groups 
devote  full  time  to  the  management  of  a rela- 
tively few  items.  The  success  of  LOGIC  de- 
pends chiefly  on  restricting  the  input  of  items 
to  the  program  to  a fairly  small  number,  so 
that  these  intensive  management  techniques  can 
be  applied  effectively. 

This  highly  "humanized''  management  method 
can  best  supplement  mechanized  systems  when 
a substantial  share  of  the  dollars  is  invested 
in  a small  percentage  of  the  total  items  man- 
aged. As  a result  of  the  benefits  obtained  by 
DESC,  this  management  technique  is  being 
used  at  other  DSA  supply  centers. 


August  1964 


5 


DEFENSE  SUPPLY  AGENCY 

TANDftRDIZATlON  PROGRAM 


Col.  Phillip  C.  Nichols,  USA,  Director  of  Opera- 
tions, DESC,  reviews  the  standardization  of  an 
electron  tube  with  his  Deputy,  Daniel  Guthrie. 


ONE  TUBE  SELECTED  BY  DESC 
ELIMINATES  13  ELECTRONIC  ITEMS 

One  electronic  item  selected  by  the  Defense 
Electronics  Supply  Center  (DESC),  Dayton, 

Ohio,  currently  is  doing  the  job  of  1 3 others 
at  an  annual  savings  of  $368,810. 

A planar  UHF  triode  electron  tube  has  been 
selected  by  the  Center  to  replace  13  other  tubes 
identified  as  duplicates  in  the  Department  of 
Defense  System.  The  standardized  tube  select- 
ed costs  $13.40  each.  Costs  for  the  13  others 
range  from  $13.  50  to  a high  of  $42. 


TRANSPORTATION  COST  REDUCTIONS 
AT  DTMS 


The  cost  reduction  scoreboard  at  Defense  Traf- 
fic Management  Service  shows  savings  in  three 
areas:  economy  class  air  travel,  shipping 

through  Great  Lakes  ports,  and  thru-bill  trans- 
portation of  household  goods  by  container.  In 
total,  cost  reductions  of  $16.4  million  in  FY 

1963  and  $11.3  million  in  the  first  half  of  FY 

1964  have  been  recorded. 

Through  the  use  of  economy  class  air  accom- 
modations for  travel  at  government  expense, 
DTMS  has  recorded  $6.  0 million  in  savings  over 
first-class  costs  during  FY  1963  and  $3.  3 mil- 
lion during  the  first  half  of  FY  1964. 

Shipping  from  Great  Lakes  ports  also  has  pro- 
duced some  cost  savings  during  the  April-Novem- 
ber  operating  season.  Cost  reductions  are  com- 
puted as  the  difference  between  costs  through  the 
Great  Lakes  ports  and  the  seaboard  ports  which 
normally  would  have  been  used.  In  FY  1963, 
DTMS  reported  cost  reductions  of  $518,  000, 
and  during  the  first  half  of  FY  1964,  saved 
$245,  000  on  military  shipments  via  this  routing. 

Costs  on  door-to-door  shipments  of  household 
goods  to  and  from  overseas  stations  have  been 
reduced  by  a combination  of  thru-billing,  con- 
tainerization, and  more  favorable  ocean  rates. 
Costs  of  household  shipments,  throughout  DoD, 
were  reduced  $10.  0 million  during  FY  1963  and 
$7.  8 million  during  the  first  half  of  FY  1964. 


ELECTRON  TUBE,  MAGNETRON  TYPE, 

FSN  5960-669-6807 
This  item  used  in  AN/APN  59  Airborne  Radar 
Navigation  Set  and  Airborne  Search  Radar  Sets 
APS  31/APS  27/APS  64.  KC  135,  C 130.  C 135 
and  various  other  first  line  aircraft 


SOLE  SOURCE  UNIT  PRICE  __  #295  00 

COMPETITIVE  PROCUREMENT  UNIT  PRICE ^ZOO.OO 

SAVINGS  PER  UNIT.. * 95.00 


COMPETITION  PAYS  DIVIDENDS 

Procurement  of  a magnetron  tube  used  in  an  air- 
borne radar  and  navigational  equipment  on  a 
competitive  basis  instead  of  a sole  source  con- 
tract nets  savings  of  $141, 500  at  the  Defense 
Electronics  Supply  Center. 
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PACKAGING  COSTS  CUT 

Attention  to  the  costs  of  the  package  saves  money 
as  does  attention  to  the  contents. 

The  Defense  Subsistence  Supply  Center  has  re- 
duced the  costs  of  packaging  subsistence  items  by 
revising  specifications  and  selecting  less  expen- 
sive and  more  efficient  methods.  Examples  of 
less  expensive  packaging  are: 

1.  Replacing  the  Grade  3 Carton  with  a Grade 
5 Carton  to  ship  semi-boneless  veal  to  overseas 
customers  saves  six  cents  per  box.  Savings 
totalled  $2,650  during  the  first  half  FY  64. 

2.  Less  expensive  pack  for  overseas  ship- 
ment of  20#  cans  of  roasted  and  ground  coffee 
saves  $40,000  since  December  1962. 

3.  Adopting  industry  practice  of  replacing 
key-opening  type  lids  on  1#  cans  of  coffee  with 
reclosable  plastic  lids  saves  $11,000  during  the 
past  six  months. 


RAZOR  BLADES  SLASH  $3,  500  - DMSC  suggest- 
ed that  the  Office  of  Civil  Defense  replace  scis- 
sors, used  in  fall-out  shelter  kits  to  cut  adhesive 
and  bandages,  with  razor  blades. 

SAVINGS  ANCHORED  AT  DISC 

The  average  woman  is  believed  to  be  quick 
to  recognize  a bargain 

Proving  this  adage,  Miss  Violet  Taflan,  a buyer 
at  the  Defense  Industrial  Supply  Center,  contact- 
ed three  regular  source  suppliers  for  500 
anchor  strips  used  in  super -heater  steam  boil- 
ers on  Navy  ships.  The  lowest  bid  was  $4.  90 
each  or  $2,450  for  the  500  strips.  Miss  Taflan 
believed  a still  lower  price  was  possible.  She 
contacted  three  other  sources  in  trying  to  find 
a lower  price.  A small  business  source  sub- 
mitted a bid  of  $1. 25  per  anchor  strip,  or 
$625  for  the  full  order.  A savings  of  $1,  825. 


DISC  procurement  agent  B.  Brian,  points  to  a 
tiny  shoulder-pin  on  which  he  saved  $1  1,200. 


SAVINGS  ON  SHOULDER  PINS 

Is  it  worth  the  time  and  effort  that  is  involved  in 
converting  a low  cost  sole-source  item  to  com- 
petitive bidding? 

The  Defense  Industrial  Supply  Center  answers 
this  question  in  the  affirmative. 

Recently  a proposed  procurement  for  5,400 
shoulder  pins,  an  item  used  in  aircraft,  resulted 
in  a quotation  of  $2.  23  each  from  a sole-source 
manufacturer.  However,  after  a study  of  the 
item,  Mr.  Bernard  Brian,  a DSA  procurement 
agent,  issued  a new  purchase  description  on 
which  other  manufacturers  were  able  to  bid.  A 
small  business  firm  which  previously  had  not 
done  business  with  DISC  quoted  a price  of  $0.  156 
for  each  pin,  a savings  of  $11,200  on  the  pur- 
chase. 


X-RAY  COMPONENTS  SHOW  WAY  TO  SAVINGS 


A shift  from  non-competitive  to  competitive  pro- 
curement of  X-ray  components  by  the  Defense 
Medical  Supply  Center,  Brooklyn,  New  York, 
meant  a cost  reduction  of  $194,  000. 

A sole  source  had  pioneered  the  development  of 
multiple -purpose , portable  or  semi-permanent 
X-ray  facilities  for  armed  services  field  use 
since  the  idea  was  first  conceived  in  1956. 

As  part  of  the  1961  procurement,  DMSC  paid  the 
sole  source  for  specification  refinements  and 
production-engineered  drawings  on  six  of  the 
seven  components.  Armed  with  these  on  the 
next  procurement,  the  Center  was  able  to  induce 
competition  for  the  items.  The  result  was  a 
much  lower  price  per  component. 


August  1964 
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WIRE  ROPE  AND  CABLE  HELP  TIE  DOWN 
SAYINGS  AT  DISC 


l U|nin.ERSITY  OF  FLORIDA 

mm 


A study  of  all  items  with  recent  procurement 
history  was  undertaken  by  the  Defense  Indus- 
trial Supply  Center  (DISC)  in  an  effort  to  reduce 
the  value  of  inventory  investment.  One  aspect 
of  the  study  called  for  a comparison  of  actual 
production  lead  time  with  production  lead  time 
currently  used  in  requirements  computation. 

Of  the  4700  items  studied,  2500  items  were 
found  to  have  excessive  lead  times.  As  a result, 
the  production  lead  time  was  reduced  on  all 
items,  beginning  in  October  1962.  Since  that 
time,  DISC  has  saved  $1.  9 million  due  to  lower 
investment  levels  in  Steel,  Bearings,  Block  and 
Tackle,  and  Wire  Rope  and  Cable. 


MINIMIZE  COSTS  TO  MAXIMIZE  SAVINGS 

• Revised  frozen  food  cabinet  specifications 
eliminating  unneeded  features  saves  DGSC 
$40, 000. 

• The  DCSC  achieved  savings  of  $15,  600  in 
the  procurement  of  fire  brick  furnace  lining 
by  shifting  to  a competitive  type  contract. 

• Reduced  DIPEC  shipment  preparation  re- 
quirements lowered  average  preparation 
costs  from  $135  to  $75  per  item. 


An  additional  $1.  1 million  was  saved  for  these 
same  items  when  DISC  implemented  transaction 
reporting.  This  technique?  permitted  weekly  up 
dating  of  inventory  records  as  opposed  to  the 
former  quarterly  cyclic  inventory  updating.  The 
"Management  by  Exception"  principles  built  into 
transaction  reporting  computer  programs  gave 
DISC  the  capability  of  more  timely  recognition 
of  items  in  a "requirements  position.  " As  a 
result,  a one  month  safety  level,  reduction  was 
accomplished  with  no  loss  in  effectiveness  or 
customer  satisfaction. 


• Increased  frequency  of  DSSC  non-perishable 
procurements  resulted  in  lowering  operating 
levels  from  3 to  1 month.  Test  of  11  items 
netted  inventory  savings  of  $1,  135,  000. 

• Competitive  DISC  procurement  negotiations 
shave  mills  off  sole  source  cost  of  two  cent 
washers  - $2,337  saved. 

• Moulded  glass  stoppers  replace  ground 
glass  stoppers  for  vinegar  cruets  at  DGSC  - 
$10, 500  saved. 


DESC  SAVES  ON  RESISTOR  PACKAGING 


• The  DFSC  made  savings  of  $25,  600  through 
competitive  procurement  of  an  aviation  jet 
turbine  lube  oil. 


The  Defense  Electronics  Supply  Center  has 
developed  improved  packaging  specifications 
which  are  expected  to  result  in  an  annual  cost 
reduction  of  $354,  881  on  materiel  and  trans- 
portation costs. 

A saving  of  $250,  365  is  forecast  on  pack- 
aging  costs  for  some  2,851  fixed  film  high 
stability  resistors  while  the  remaining 
$104,  516  is  based  on  9,  186  fixed  composition 
resistors . 


• Converting  manually  controlled  instrument 
stabilizers  to  automatic  control  saves 
DMSC  $286,  900. 

• 25%  reduction  in  costs  of  relay  boxes 
through  competitive  procurement  saves 
DESC  $23,  000. 

• Reduction  in  the  number  of  different  types  of 
steel  lockers  offers  potential  savings  of 
$256,  000  at  DGSC. 


REDUCTION  OF  INVENTORY 

USING  INDUSTRY'S  CAPABILITY  FOR  QUICK  DELIVERY  IN 
PLACE  OF  INVENTORY 


INDUSTRY  RESPONSE  CUTS 
LUBE  OIL  INVESTMENT-- 


EXAMPLE : 

LUBRICATING  OIL.  AIRCRAFT  TURBINE  ENGINE 

FSN  9 ! 50-270-0056 


OLD  LEVEL  *1.118.000 

NEW  LEVEL  * 328.000 

Savings  of  $79(^000 

OLD  METHOD  NEW  METHOD 


Capitalizing  on  industry's  advanced  processing 
technique  and  faster  response  to  customers,  the 
Defense  Fuel  Supply  Center  was  able  to  reduce 
DSA' s investment  in  Aircraft  Turbine  Lubri- 
cating Oil.  Inventory  savings,  $790,000. 
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